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Summary 

An issue for Congress and state and local governments is whether the pay and benefits of public 
workers are comparable to those of workers in the private sector. In addition, among the ways to 
reduce budget deficits, policy makers are considering the pay and benefits of public sector 
employees. 

The number of people employed in both the private and public sectors has increased steadily as 
the U.S. economy has grown. However, after increasing to 19.2% of total employment in 1975, 
the percentage of all jobs that are in the public sector fell to 15.7% in 1999. In 2013, public sector 
jobs accounted for 16.0% of total employment. 

The recession that officially began in December 2007 and ended in June 2009 affected 
employment in both the private and public sectors. From 2007 to 2010, the number of jobs in the 
private sector fell by an estimated 7.9 million, while the number of jobs in the public sector 
increased by almost 272,000. Conversely, from 2010 to 2013, private sector employment grew by 
approximately 6.7 million jobs, while public sector employment fell by about 626,000 jobs. 
Reflecting the effects of the 2007-2009 recession on the budgets of state and local governments, 
from 2010 to 2013, public sector employment as a share of total employment fell from 17.3% to 
16.0%. 



Among all full-time and part-time workers ages 1 6 and over, the number of workers covered by a 
collective bargaining agreement has fallen in both the private and public sectors. The decline has 
been greater in the private sector. In 2009, for the first time, a majority of workers who were 
covered by a collective bargaining agreement were employed in the public sector (8.7 million 
workers in the public sector, compared to 8.2 million private sector workers). By 2013, the 
situation had reversed; a slight majority of workers covered by a collective bargaining agreement 
were employed in the private sector (8.1 million private sector workers, compared to 7.9 million 
public sector workers). In the federal government, except for the Postal Service and some smaller 
agencies, employees do not bargain over wages. 

Among workers ages 18 to 64 who work full-time, differences in characteristics that may affect 
the relative pay and benefits of private and public sector workers include the following: 

• Age. Reflecting the aging of the U.S. labor force, workers in both the private and 
public sectors have become older. Nevertheless, employees in the public sector 
are older than private sector workers. In 20 1 3 , 5 1 .7% of public sector workers 
were between the ages of 45 and 64, compared to 42.4% of full-time private 
sector workers. Federal workers are older than employees of state and local 
governments. In 2013, 56.7% of federal workers were between the ages of 45 and 
64, compared to 49.7% of state employees and 52.1% of employees of local 
governments. Workers who have more years of work experience generally earn 
more than workers with less experience. 

• Gender. Reflecting the increased participation of women in the labor force, the 
share of jobs held by women has increased in both the private and public sectors. 

In 2013, women held almost three-fifths (57.7%) of full-time jobs in state and 
local governments. By contrast, women held approximately two-fifths of full- 
time jobs in the federal government and in the private sector (42.2% and 4 1.7%, 
respectively). 
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• Education. On average, public sector employees have more years of education 
than private sector workers. In 2013, 53.6% of workers in the public sector had a 
bachelor’s, advanced, or professional degree, compared to 34.9% of private 
sector workers. Generally, workers with more years of education earn more than 
workers with less years of education. 

• Occupation. A larger share of public sector than private sector workers are 
employed in “management, professional, and related occupations.” In 2013, 
56.2% of public sector workers and 37.8% of private sector workers were 
employed in these occupations. In part, more public sector workers were 
employed in these occupations because 25.7% of all public sector workers were 
employed in “education, training, and library” occupations, compared to 2.3% of 
all private sector workers. Workers in management and professional occupations 
generally earn more than workers in other occupations. However, comparisons of 
the compensation of private and public sector workers that use broad 
occupational categories may miss differences between detailed occupations. 
Many detailed occupations are concentrated in either the private or public 
sectors. Nevertheless, many detailed occupations may require similar skills. 

• Union coverage. Although the number of workers covered by a collective 
bargaining agreement is greater in the private sector than in the public sector, the 
percentage of workers covered by a collective bargaining agreement is greater in 
the public sector than in the private sector. 

• Metropolitan area. Private sector workers are more likely than federal workers to 
live in major metropolitan areas (i.e., areas with 5 million or more people). 
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A n issue for Congress and state and local governments is whether the pay and benefits of 
public workers are comparable to those of workers in the private sector. 1 The effect of the 
recession that officially began in December 2007 and ended in June 2009 on government 
budgets increased the interest of policy makers in the compensation of public sector employees. 
According to the Congressional Budget Office (CBO), the federal deficit has fallen since 
FY2009. But, CBO projects that the deficit for FY2014 will be $5 14 billion. 2 Several state and 
local governments also face budget shortfalls. 3 Among the ways to reduce budget deficits, policy 
makers are considering the pay and benefits of public sector employees. 4 



This report begins with an analysis of the trends in employment in the private and public sectors. 
The public sector is separated into employees of the federal government, state governments, and 
local governments. Next, the report analyzes selected characteristics of private and public sector 
workers. These characteristics are often used in comparisons of the compensation of different 
workers. The report does not compare the actual pay or benefits of private and public sector 
workers or compare the characteristics of workers to try to explain any differences in the pay or 
benefits of private and public sector workers. 5 



1 Under the Federal Employees Pay Comparability Act of 1990 (FEPCA), the pay of federal employees should be 
comparable to the pay of other employees who do the same type of work in the same local area. FEPCA is Section 529 
of the Treasury, Postal Service and General Government Appropriations Act, 1991 (P.L. 101-509). 

2 Congressional Budget Office (CBO), The Budget and Economic Outlook: Fiscal Years 2014 to 2024, February 2014, 
p. 1 and Table E-l, available at http://www.cbo.gov/sites/default/files/cbofiles/attachments/45010-0utlook2014.pdf. 

3 According to a report by the Center for Budget and Policy Priorities, 30 states and the District of Columbia had to 
close budget gaps totaling an estimated $55 billion for FY2013. Elizabeth McNichol, Phil Oliff, and Nicholas Johnson, 
States Continue to Feel Recession ’s Impact, Center for Budget and Policy Priorities, June 27, 2012, p. 2, available at 
http://www.cbpp.org/files/2-8-08slp.pdf. 

4 The pay of federal civilian employees was frozen for three years, from calendar year 2011 through calendar year 
2013. In 2010, President Obama proposed, and Congress approved, a two-year pay freeze for federal civilian 
employees. The pay freeze applied to calendar years 2011 and 2012. The pay freeze was included in the Continuing 
Appropriations and Surface Transportation Extensions Act, 2011 (P.L. 1 1 1-322). The pay freeze was extended to 
March 27, 2013, by the Continuing Appropriations Resolution, 2013 (P.L. 1 12-175) and through the end of 2013 by the 
Consolidated and Further Continuing Appropriations Act, 2013 (P.L. 1 13-6). 

On December 23, 2013, President Barack Obama signed an executive order granting federal civilian employees a 1% 
pay increase for 2014. The White House, Adjustments of Certain Rates of Pay, http://www.whitehouse.gov/the-press- 
office/2013/12/23/executive-order-adjustments-certain-rates-pay. For 2015, the President proposed a 1% pay increase 
for federal civilian employees. U.S. Executive Office of the President, Office of Management and Budget, Analytical 
Perspectives, Budget of the United States Government, Fiscal Year 2015, p. 1 1, available at 
http://www.whitehouse.gov/sites/default/files/omb/budget/fy2015/assets/spec.pdf. 

President Obama’s Fiscal Commission proposed a three-year pay freeze for federal civilian employees and 
recommended that federal workers contribute more to their health insurance and retirement plans. The National 
Commission on Fiscal Responsibility and Reform, The Moment of Truth: Report of the National Commission on Fiscal 
Responsibility and Reform, December 2010, pp. 26, 40, 44-45, available at http://www.fiscalcommission.gov/sites/ 
fiscalcommission.gov/files/documents/TheMomentofTruth 12_l_2010.pdf. 

5 For an analysis of the compensation of private and public sector workers, see Congressional Budget Office, 
Comparing the Compensation of Federal and Private-Sector Employees, January 2012, available at http://cbo.gov/ 
sites/default/files/cbofiles/attachments/0 1-30-FcdPay.pdf. Also see CRS Report R42636, Comparing Compensation for 
Federal and Private-Sector Workers: An Overview, by David H. Bradley. For an analysis of changes in employment 
and compensation of the federal civilian workforce (excluding the Postal Service) from 2004 to 2012, see the U.S. 
Government Accountability Office, Federal Workforce: Recent Trends in Federal Civilian Employment and 
Compensation, GAO-14-215, January 2014, available at http://www.gao.gov/assets/670/660449.pdf. 
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Trends in Private and Public Sector Employment 

The first part of this report examines the trends in employment in the private and public sectors in 
the United States. The data are from the Current Employment Statistics (CES) survey, which is an 
employer survey conducted by the Bureau of Labor Statistics (BLS). Employment includes all 
full-time and part-time workers of any age. Data are for 1955 to 2013. The beginning year of 
1955 is used because that is the first year that the CES survey provides data on the number of 
employees by level of government (i.e., federal, state, and local governments). In the CES, 
federal employment includes civilian employees only; the military is not included. 

The number of people employed in both the private and public sectors has increased steadily as 
the U.S. economy has grown. From 1955 to 2013, employment in the private sector increased by 
70.8 million jobs (from 43.7 million to 114.5 million), while employment in the public sector 
grew by 14.8 million jobs (from 7.0 million to 21.9 million after rounding). (See Figure 1.) 

From 2007 to 2010 — during and after the 2007-2009 recession — private sector employment fell 
by an estimated 7.9 million jobs, while public sector employment increased by almost 272,000 
jobs. Conversely, from 2010 to 2013, private sector employment grew by approximately 6.7 
million jobs, while public sector employment fell by an estimated 626,000 jobs. 



Figure I. Private and Public Sector Employment, 1955 to 2013 



(in millions) 




Source: Bureau of Labor Statistics, Current Employment Statistics survey, available at http://stats.bls.gov/ces/. 



The period from 1955 to 2013 shows that, until 1975, public employment increased as a share of 
total employment, but has fallen since. In 1955, public sector employment accounted for 13.8% 
of total employment. This percentage increased to 19.2% in 1975, and then fell to 15.7% in 1999. 
From 1999 to 2010, public sector employment increased from 15.7% to 17.3% of total 
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employment. Reflecting the effects of the 2007-2009 recession on the budgets of state and local 
governments, from 2010 to 2013 public sector employment fell from 17.3% to 16.0% of total 
employment. (See Figure 2.) 

Figure 2. Public Sector Employment as a Share ofTotal Employment, 1955 to 2013 




'Total public 



Source: Bureau of Labor Statistics, Current Employment Statistics survey, available at http://stats.bls.gov/ces/. 

From 1955 to 2013, the growth in public sector employment occurred mainly among local 
governments. At the local level, employment rose by an estimated 10.5 million jobs (from 3.6 
million to 14.1 million). Employment at the state level rose by about 3.9 million jobs (from 1.2 
million to 5.0 million after rounding). Employment in the federal government (including the 
Postal Service) grew by approximately 471,000 jobs (from 2.3 million to 2.8 million). (See 
Figure 3.) 

Since the end of the 2007-2009 recession, public sector employment has fallen. In 2013, local 
governments had 521,000 fewer jobs than in 2008. State governments had 129,000 fewer jobs 
than in 2008. In 2013, there were approximately 211,000 fewer federal jobs than in 2010. 

The share of total employment accounted for by local governments peaked at 11.4% in 1975. This 
percentage fell through the late 1980s and then rose to 11.1% in 2009. From 2009 to 2013, the 
share of total employment at the local level fell from 1 1.1% to 10.3%. (See Figure 3.) 

The share of total employment accounted for by state governments also peaked in 1975, at 4.1%. 
By 2013, this percentage had fallen to 3.7%. 
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Figure 3. Public Sector Employment, by Level of Government, 1955 to 201 3 




Source: Bureau of Labor Statistics, Current Employment Statistics survey, available at http://stats.bls.gov/ces/. 



Figure 4. Public Sector Employment, by Level of Government, 
as a Share ofTotal Employment, 1955 to 2013 
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Source: Bureau of Labor Statistics, Current Employment Statistics survey, available at http://stats.bls.gov/ces/. 
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Including the Postal Service, in 2013 the federal government employed an estimated 471,000 
more workers than in 1955 (an increase from 2.3 million to 2.8 million). (See Figure 3.) 
Nevertheless, from 1955 to 2013, federal employment as a share of total employment fell from 
4.5% to 2.0% (a decline of 2.5 percentage points). (See Figure 4.) 



The Number and Percent of Workers Covered by a Collective 
Bargaining Agreement 

Some workers who are represented by a union are dues-paying members of the union. Other 
workers may be represented by a union but pay reduced, or no, dues. A worker who is covered by 
a union contract but does not pay dues may work in a right-to-work state, where workers are not 
required to provide financial support to a union. 6 Federal workers who are covered by a union 
contract are not required to pay dues. Some state and local government employees who are 
covered by a collective bargaining agreement are not required to pay dues. 

The data in this section are for workers who are represented by a union (i.e., whether or not they 
pay dues). The data include all full-time and part-time wage and salary workers ages 16 and over. 
(The data on union coverage in the section titled “Occupation” later in this report are for wage 
and salary workers ages 18 to 64 who work full-time.) 

The number of American workers covered by a collective bargaining agreement has declined 
since 1979. In 1979, an estimated 23.5 million workers were covered by a union contract. By 
2013, this number had fallen to 16.0 million. 7 In 2009, for the first time, a majority of workers 
covered by a collective bargaining agreement were employed in the public sector (8.7 million 
workers in the public sector, compared to 8.2 million private sector workers). By 2013, the 
situation had reversed; a slight majority of workers covered by a collective bargaining agreement 
were employed in the private sector (8. 1 million private sector workers, compared to 7.9 million 
public sector workers). 8 

In the public sector, most workers who are covered by a collective bargaining agreement are 
employed by local governments (59.0% in 2013). Another 27.2% of covered public sector 
workers are employed by state governments, 8.0% are employed by the federal government, and 
5.8% are employed by the Postal Service. 



6 Section 14(b) of the Taft-Hartley Act (i.e., the Labor Management Relations Act of 1947, P.L. 80-101) allows states 
to enact right-to-work laws, which do not allow collective bargaining agreements to include union security agreements. 
A union security agreement may require employees to pay union dues after being hired. An employee who objects to 
the use of his or her dues for political purposes may pay a reduced agency fee (which covers the cost of collective 
bargaining and contract administration and enforcement). For a discussion of state right-to-work laws, see CRS Report 
R42575, Right to Work Laws: Legislative Background and Empirical Research, by Benjamin Collins. 

' Barry T. Hirsch and David A. Macpherson, Union Membership and Coverage Database from the Current Population 
Survey, available at http://www.unionstats.com. 

8 The National Labor Relations Act (NLRA) governs labor-management relations in most of the private sector. Labor- 
management relations in the railroad and airlines industries are governed by the Railway Labor Act (RLA) of 1926. In 
the federal sector, labor management relations are governed by the Federal Service Labor-Management Relations 
Statute (FSLMRS, Title VII of the Civil Service Reform Act of 1978, P.L. 95-454). Labor-management relations for 
state and local workers are governed by state and local law. For an explanation of federal labor relations statutes, see 
CRS Report R42526, Federal Labor Relations Statutes: An Overview, by Alexandra Hegji. For an explanation of 
collective bargaining rights in the public sector, see CRS Report R41732, Collective Bargaining and Employees in the 
Public Sector, by Jon O. Shimabukuro. 
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Figure 5 shows the percentage of private and public sector workers who are covered by a 
collective bargaining agreement. Because union coverage is higher in the Postal Service than in 
the rest of the federal government, data for the Postal Service and the rest of the federal 
government are shown separately. The data are for 1983 through 2013. The beginning year of 
1983 is used because that is the year when the CPS began to collect monthly data on union 
coverage. 



Figure 5. Percent ofWorkers Covered by a Collective Bargaining Agreement, 

1983-2013 
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Source: Barry T. Hirsch and David A. Macpherson, Union Membership and Coverage Database from the CPS, 
available at http://www.unionstats.com. 



The number of workers covered by a collective bargaining agreement is greater in the private 
sector than in the public sector. However, the percentage of workers covered by a union contract 
is greater in the public sector. In 2013, 38.7% of all public wage and salary workers were covered 
by a collective bargaining agreement, compared to 7.5% of private sector wage and salary 
workers. Nevertheless, since 1983, the percentage of workers represented by a union has fallen in 
both the private and public sectors. In the private sector, union coverage fell from 18.5% to 7.5% 
of all wage and salary workers (a decline of 11.0 percentage points). In the public sector, union 
coverage fell from 45.5% to 38.7% of workers (a decline of 6.8 percentage points). 



In the public sector, the largest decrease in union coverage has been in the Postal Service, where 
coverage fell from 83.5% of workers in 1983 to 67.2% of workers in 2013 (a decline of 16.3 
percentage points). In the rest of the federal government, coverage fell from 29.4% to 22.4% (a 
decline of 7.0 percentage points). Coverage fell from 51.0% to 44.1% among employees of local 
governments (a decline of 6.9 percentage points after rounding) and from 35.9% to 33.8% among 
state government workers (a decline of 2.1 percentage points). 



Union coverage can affect the relative pay of union and nonunion workers. Workers who are 
represented by a union generally receive higher wages and more or better benefits than workers 
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